








5 

From the data reported in CY 2018, the top 10% of ratios for those disclosures 
containing both investment and deduction amounts had an average return to 
investment ratio of 9.45 times the investment. To account for outliers, a median 
return to investment ratio for the top 10% of ratios was computed. The median 
(per reported data) was 6.54 times the investment. 

The data for CY 2017, as recently provided on July 12, 2018 (updated from the 
March 2018 responses), has not changed and is as follows. The return ratio for 
the disclosures received in CY 2017, after removing the outliers, was 4.70 times 
the investment. The average return ratio for the top 10% was 8.23 times the 
investment. To account for outliers, a median return ratio for the top 10% of ratios 
was 6.69 times the investment. 

8. Please provide an update on the IRS' current and planned enforcement 
strategy regarding potentially abusive transactions covered by the Notices. 

The IRS's comprehensive compliance efforts are focused on the abusive syndicated 
conservation easement transactions described in Notice 2017-10, recognizing that 
there are many legitimate conservation easement transactions. Abusive syndicated 
conservation easement transactions undermine the public's trust in private land 
conservation and defraud the government of revenue. Putting an end to this 
offensive scheme remains a high priority for the IRS. 

The IRS created a cross-divisional team to develop and implement a comprehensive 
strategy, which not only includes enforcement activities for those who participated in 
the transactions, but also for those who facilitated the transactions, including 
promoters, return preparers, donee organizations and appraisers. The IRS is 
conducting coordinated examinations across the Small Business/Self-Employed, 
Large Business and International, and Tax Exempt and Governmental Entities 
divisions. Separately, the IRS's Criminal Investigation division has initiated 
investigations. 

The IRS is committing significant examination and investigative resources to 
vigorously audit the entities and individuals involved in this scheme, including those 
who failed to properly disclose their participation as required. Every available 
enforcement option is considered, including civil penalties and, where appropriate, 
criminal investigations that could lead to a criminal prosecution. Additionally, the IRS 
is litigating cases where necessary, with a substantial number of cases currently 
docketed in the Tax Court. 

In addition to auditing investors of the scheme, the IRS is pursuing investigations of 
promoters, appraisers, tax return preparers, and others. Further, the IRS is 
evaluating numerous referrals of practitioners to the IRS Office of Professional 
Responsibility. 
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The IRS is developing and asserting all appropriate penalties, including penalties for 
participants (40 percent gross valuation misstatement/accuracy-related penalties), 
appraisers (penalty for substantial and gross valuation misstatements attributable to 
incorrect appraisals), promoters, material advisors, and accommodating entities 
(penalty for promoting abusive tax shelters and penalty for aiding and abetting 
understatement of tax liability), as well as return preparers (penalty for 
understatement of taxpayer's liability by a tax return preparer). The IRS is actively 
using all the tools provided by Congress to encourage compliance and end this 
abusive transaction. 

In December of 2018, the Department of Justice filed an injunction complaint 
seeking to stop several individuals and an entity from organizing, promoting, or 
selling allegedly abusive syndicated conservation easement transactions. The IRS 
continues to work closely with the Department of Justice in this area. 

9. Does the IRS have any information indicating whether the Notices have 
prevented the promotion or marketing of potentially abusive syndicated 
conservation easement transactions? To what extent are taxpayers 
continuing to engage in transactions covered by Notice 2017-10, as 
amended? 

There was no notable decrease in the volume/dollars of syndicated conservation 
easement transactions from TY 2016 to TY 2017. The IRS identified 249 pass­
through entities for TY 2016 examination from the disclosures filed pursuant to 
Notice 2017-10. According to the disclosures, the 249 entities claimed total 
charitable contribution deductions of approximately $6 billion dollars. The IRS 
identified 244 pass-through entities for TY 2017 examination. According to the 
disclosures, the 244 entities initially identified for examination claimed total 
charitable contribution deductions of $6.8 billion dollars. The IRS continues to 
receive and analyze disclosures filed in CY 2019. 




